Schedule II--Sheet 1

AT&T CORP,

AND ITS CONSOLIDATED SUBSIDIARIES

SCHEDULE II--VALUATION AND QUALIFYING ACCOUNTS

(Millions of Dollars)

Balance at
Beginning
of Period

Charged to
Costs and

Balance
at End
of Period

Year 1996

Allowances for doubtful accounts (b)

Reserves related to business
restructuring, including force
and facility consolidation (c)

Deferred tax asset valuation allowance

Year 1995

Allowances for doubtful accounts (b)

Reserves related to business
restructuring, including force
and facility consolidation (c)

Deferred tax asset valuation allowance

The Notes on Sheet 2 are an integral part of this Schedule.

Expenses Deductions(a)
$2,443 $2,342
$ - $ 710
$ 39 $ 2
$2,272 $2,008
$1,718 $ 319
$ 109 $ 16

$1,388

$1,388
$ 166

$1,287

$2,098
$ 129
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Schedule II--Sheet 2

AT&T CORP.
AND ITS CONSOLIDATED SUBSIDIARIES

SCHEDULE II--VALUATION AND QUALIFYING ACCOUNTS
(Millions of Dollars)

CoL. C COL. D COL. E
Balance at Charged to Balance
Beginning Costs and at End
Description of Period Expenses Deductions(a) of Period
Year 1994
Allowances for doubtful accounts (b) ... .. $ 889 $1,697 $1,563 $1,023
Reserves related to business
restructuring, including force
and facility consolidation (c} ......... $ 952 S 22 $ 275 $§ 699
Deferred tax asset valuation allowance ... § 43 $ 3 S 10 $ 36

(a) Amounts written off as uncollectible, net of recoveries.

(b) 1Includes allowances for doubtful accounts on long-term receivables of $52,
$35 and $32 in 1996, 1995 and 1994, respectively (included in Finance
receivables in the Consolidated Balance Sheets).

{(c) Included primarily in Other current liabilities and in Other long-term
liabilities and deferred credits in the Consolidated Balance Sheets.
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Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange
Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

AT&T Corp.

By: M. J. Wasser
Vice President - Law and Secretary

March 28, 1997

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has
been signed below by the following persons on behalf of the registrant and in the
capacities and on the date indicated.

Principal Executive Officers: #
#
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Chief Executive #
Officer #
#
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#
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#
Directors: #
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Kenneth T. Derr #
M. Kathryn Eickhoff #
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Ralph S. Larsen #
Donald F. McHenry #
Michael I. Sovern #
Joseph D. Williams #
Thomas H. Wyman #
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W e aspire to be the most admired and valu-
able company in the world. Our goal is to
improve the lives of our customers by
bringing to market exciting and useful communications
services, building shareowner value in the process.
Today, we operate the world's largest, most sophis-
ticated communications network, own one of the
best-known and respected brands, and serve more
than 90 million business and consumer customers.
We are the world's leading provider of long
distance and wireless services. We offer
online services, access to home entertain-
ment and have begun offering local telephone
service in selected cities and states.We also

provide businesses with outsourcing and consulting
services. We create innovative new services through
AT&T Labs, our research and development group.
Through AT&T Universal Card Services, we man-.
age one of the largest credit card programs in the
world.We back our services with world-class cus-
tomer care and support

AT&T has some 130,400 employees,and operates
in more than 200 countries. Alliances around the
world ~ such as Alestra in Mexico, AT&T/Unisource
in Europe, Birla AT&T in India and CANTEL
AT&T in Canada — are helping us reach
new customers in growing markets with
AT&T-branded services.

i

ATST

l Income from continuing operations
(the “new” AT&T) wos $5.6.billion, up 7

" percent from 1995, excluding 1995

restructuring and other charges, in the
face of preparations for extraordinary
challenges and unprecedented changes
in our business and our industry,

I At the same time, we executed @
successful trivestiture, spinning off Lucent
Technologies and NCR to AT&T share-
owners.

B We remain committed to growing
our core business, investing wisely in the
future ond building long-term volue for
our owners,

DOLLARS (N MILLIONS’

(EXCEPT PER SHARE AMOUNTS) 1996 I995"‘
REVENUES
Communications services $ 50,515 $ 48,403
Financial services 1,669 2,261
Tonal revenues $ 52,184 $ 50,664
INCOME
Operating income .S 8,810 $ 5.453
income from

continuing operations 5,608 3.205
Net income 5,908 139
PER COMMON SHARE
Income from

continuing operations S 3.47 $ 201
Net income 3.66 0.09
OTHER INFORMATION
Gross capital expenditures $ 6,785 $ 4522
Debt ratio (excluding

financial services) 18.7% 41.3%

© 1995 o0 nckude restuctunng ond other charpes. Exchuding these charges, speratng
ncome was $8.482. .ncome from conumang operavons was $5.241 «$3.29 per snarer ing
et Azme acs $5.492 .8 45 per shore;.
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lnsmrmgtheTrust of Binsinesses—

The customer cares
" difference we offer to companiess

t

Gone Fishin® —
ATE&T helps a‘‘surfer’” use
the "Net to snare some fish

it

Praviding a2 Basis
for Lifelong Learming —
- AT&T puts schoolchildren on the
information superhighway

i

Getting the }ob Done —
- 1998& highlights from across
thahnmess, as well as a looks
toward the futurer
il

Financial Review - 1996 was
a historic year for ATAE.

INSIDE BACK ¢ O R

AT&T Board of Directors and-
Semor thgement Tearnu

BACK COVER ‘
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The Changing World
of Communications

As our cover points out, 1996 was no ordinary year.
It clearly was a year of change. Sweeping, funda-
mental and irrevocable change. Consider:
L] The;elecommunications Act of 1996 -
legislation redefining our entire industry
- was signed into law in early February.

® We completed what many observers call the
largest-ever corporate restructun’ng. launching
as separate, global companies a “new” AT&T,
Lucent Technologies and NCR.

® And we took bold, decisive steps to broaden
and strengthen our busines;? positioning our-
selves to maximize growth in shareowner
‘value in the years ahead.

These changes — cdmbiné"d with evolving technologies
and escalating customer demands — are moving us toward
a greater pu;fose. ltis a purpose to whlch we believe we
are uniquely suited gen our people, capabllmes and size.

Ve are in business to enrich the lives of our customers
through communications, using the most powerful network
on earth. Long distance calling is just one component of
end-to-end capabilities that can include local, wireless,
online services, access to home enterinment and many
other services. We can help customers transform their
businesses to be more successful. Our message to cus-
tomers is that when it comes to the benefits of the com-
munications revolution,“lt's all within your reach.”

Welcome to the new AT&T.



n 1996, we took
some big steps to
make sure your
company will be ready for
the exciting years ahead.

- To all AT&TI people

- our owners and

our employees

investments — while also stepping
up the marketing of today's ser-
vices - last year was the tme.

It was the year Congress
changed the rules of the game in
the United Sates. Ulimately, the

During a very brief stint as chief the coming millennium. _ Telecommunications Act of 199
financial officer, | had the distinc- That's no small task. The defi- will erase the distinction between
don of “dosing the books™-as the nition of communications is ex- local and long distance service.
accountants say—on 1983, AT&Ts panding all the time, and we have Last year was the year you couldn't
last year as parent company of o keep expanding the scope of escape reading about the inter-
the old Bell System. our services. net, which has the potental
We thought that was histor- In 1996 we took some big steps 1t erase the distinction between -
ical change. And it was. But the to make sure your comparty will voice and data networks. And
. changes ynderway as we close be ready for the exciting years as | write this, the Worid Trade
. the'bookson 1996 and move ahead. But before 1 look too far Organization has just reached an
" ita ‘97 are beyond anything into the future, let’s look at the historic agreement 1 open mar-
we've seen before. bottom line for 1996, kets around the worid to real
The spread of new technology The new AT&T earned $5.6 competition, eventually erasing
" is dramatically increasing the pow-  billion. Although a record, it's the distinction between domestic
er of communications to enrich also a disappointment since we and international calls.
people’s lives and epand the pro-  expected to do betrer. Those Last year we expanded the
ductivity of their businesses. The lower than expected earnings Gpabilities of the AT&T network
public’s expectations and appetite reflect some rough months in — the world's most powerful -
for communications have grown the consumer long distance mar- by adding state-of-the-art switch-
in andem with the sream of new ket as well as some major invest- ing and transmission capacity. Ve
benefics. Ic's fair to szy chat we ments we made in the business. also began upgrading our billing
now operate in an indusgy with Investors were looking for betzar and customer care systems to
truly insatiable demand. Happily, earnings growth from AT&T in handle the complex demands of
ATAT has been synonymous '96. Nobody likes to disappoine providing local service and com-

with communications for over
100 years. Our job is to ensure
that chis remains the case through

shareowners less than | do. But if
we ever needed to balance short-
term eamnings with long-term

binations of services.
We aggressively bid on wire-
less spectrum licenses that n-



creased our wireless footpnnt o
reach more than 90 percent of
the US. populadon, laying the
groundwork for services that will
offer customers universal mobil-
ity. We expanded into Internet
access and creating Web sites for
businesses determined to make
online shopping and other forms
of electronic commerce as
everyday as using Automatic
Teller Machines. And we began
offering AT&T-branded communi-
ctions services in Canada,
Mexico, the United Kingdom and
elsewhere around the world.

Late in the year we made an-
other kind of investment in the
future when we brought in john
R Waler as our new president
and chief operating officer. Many
people were surprised that our
board went outside the industy
w0 select john, but he hit the
ground running and has taken
firm control of our operations.
From the day he got here, John
has worked with the senior lead-
ership team to ensure that we
" have both an integrated strategy
and focused accountability for
implementing it

In terms of shareowner value
delivered in ‘96, the massive i

ows everything else. As of the end

of February, Lucent Technologies
and NCR were valued at nearly
$38 billion, demonstrating the
validity of our initiative to spin
off each company to share-
owners. '

This was the biggest corpo-
rate restructuring ever. Our
people completed it precisely on
schedule in only IS months, con-
cluding with the taunch of the
new AT&T on arary ist in IS
short months, we eliminated (3
years of escalating market con-
flicts and strategic ambivalence.

Frankly, the timing couldn't
have been better.

Lucent Technologies can now
market its equipment and systems
to all the communications com-
panies of the world — especially
to the Bell companies in America
— without worrying about the fact
that those companies are com-
petitors of AT&T. I'm disappointed
that we weren't able to make
the NCR merger work, but now
NCP. an concentrate on its core
strengths in computing without
adapting to the larger strategy
of AT&T. All of you who were
investors in AT&T at the time of
the restructuring are sharing in

‘: the continued growth of Lucent

and NCR if you reained your

: shares in these companies.

But what about the new AT&T?
As | said, I've seen this picture
before. 1984, the year of the first

break-up, was a wrenching year
for your comparny. Profes-
sional “AT&T-watchers” were
pessimistic about our prospects.
They said that the Regiona! Bell
Operating Companies had it
made. All we had were compeg-
tors. And what did we know
about markedng! Sound familiar!

Well, over the next |3 years,
we created billions of dollars in
shareowner value. Now, we have
the opportunity — and the will -
to do it again.

Our balance sheet is stronger
than it has been in 30 years. Our

focus is laser-sharp. Our eyes and
ears are atwuned to customers.

The growing, global commu-
nications and information ser-
vices business is dead-center in
our cross-hairs. That's a business
we've led for generations. And
while it is also a business that is
changing faster than any on earth,
no other company has the peo-
ple, technology, brand, market
presence and financial resources
that we have to put those changes
to work for us.

The change staring us in the
face today is the new Telecom-
munications Act if implemented
as Congress intended, the new
law will eliminate the monopolies
in US. local phone service.

Let’s keep in mind, though, that
this was an act of Congress, not
an act of God. No one can pry
the local markets open overnight
or even over one year.

We're moving into the vast
local service market with a
focused and deliberate strategy.
To start, we're negotiating to sell
the service of some local monop-
oly companies. We also plan to
build our own facilides where and
when it makes economic sense. In
fact. just as this annual report was
going to press, we announced an
unprecedented fixed wireless
technology that gives us the
option of reaching local cus-

john R Walter
tleft), president
and chief
operaung office
and Bob Allen,
chairman and
chief executive
officer.



Customers will expect us to
put services and technologies
together in combinations
that meet their needs. We
won’t disappoint them.

tomers over wireless connec-
tons and eventually providing
consumers with advanced ser-
vices like full-motion video con-
ferencing and high-speed da
applications. Ve have other tech-
nology and partnering options as
well.

It will ke dme, but we are
toaally commitred to being a
leader in local service. Because
local sevice is part of the ex-
panded offer we want to make
in the years ahead.

Customers will expect us
put services and technologies to-
gether in combinations that meet
their needs. Ve won't disappoing
them. We are moving into a fu- -
ture of “alldistance” communica-
tions - global end-to-end com- -
munications that make ng distinc-
tion between local and Tong dis-~

ance, wireless or wired. It a .~

future where we will see the: -

Tue convergence ofvommd -~_"

data networks. People will cottric
on universal mobility, electronic
commerce and applications of
our services nobody's even
thought of yee.

In this future, as in the pase,
AT&T will differentiate iself from
the competition by the quality
of our services and by our exeas-
tion.We will win customers’ loyal-
ty by undersanding their needs
better than any other company.
Well meet their needs by deliver-
ing applications that enrich their
personal lives and make their
businesses more successful.

As exciting as it is to speculate
on the future, no one is ignoring
the here-and-now, especially in
our core long disance business.

The business services side
of long distaance had one of its
strongest years ever in [996 and
the majority of its customers are
now buying a much broader
range of services from AT&T.

On the consumer side, we
began offering a range of new

- services —~ from new Digiaal
OCS wireless service and inno-
vations in online services to
DIRECTV. We also launched
the industry's first gruly simple
calling plan — AT&T One Rate -
which now has more than 3
million customers..

- As you would expect, there's
abundant evidence of change all
overAT&T within these pages.

soma things about the new

‘AT&T are famitlar bythace.We
still use the values of Our Com-
mon Bond (see badtm) as

leader in our industry. It means
out-innovating our best compet-
tors, who will likely include some
of the world’s most successful
software companies. it means
growing our traditional strengths
at the same time that we be-
come even more creatve and
performance-driven,

I'm not naive, Many of our for-
mer operating companies, as
entrenched as ever in their local
markets, will be coming after us
in the years ahead. The new
trade agreement opens opportu-
nides for us, but it also gives
well-heeled foreign companies a
hunting license on our front lawn
- the richest communications
services market in the world. In
short, we have to leap some ll
buildings to keep our leadership
position in this dynamic industry.

But | know one thing for sure.
This | believe to my core: AT&T
people can and will do it

We still value diversity as a busi- (
ness asset We stll support the

communities where we live and
work,

These are values we take with
us into the future.

l intend to do everything in my
power to ensure that your com-
panty is poised to exploit the
opporwnities of this changing
industry. We intend to build mar-
ket share as we expand the scope
of what this industry can offer:

That means becoming the cost

Robert E Affen,
Choirman and CEQ
February 28, 1997



Meet Our New President

) What do you see as the
strengths and weaknesses of
AT&T?

) WVell, there's no question that
we have both. But the weaknesses
aren't anything that other corpor-
ations haven't seen. Like most
large companies, we need to make
decisions and execute faster. And
we cerrinly have to focus more
on costs. But these issues can be
corrected. 'm more impressed
with AT&Ts strengths, especially
our people, the depth of our tech-
nology, the power of the AT&T
brand, our financial strength and

that unmatched base of 90 million _

customers.

-3 Is your lack of experience
in telecommunications a prob-
lem in learning the ropes of the
new job?

[ Bob is pressing AT&T to adapt
and take advantage of the fast-
breaking changes in the communi-
cations industry. | think I'm

in a good position to help accel-
erate positve change because I'm
not tied to anything simply be-
cause it was done in the past.
And, of course, I'm working with
a superb management team that
has unmatched knowledge and
experience in the communica-
tions industry. No one person
could possibly have all the
answers, but together there’s

no limit to what we can do.

[ What can you tell us about

AT&T's plans to compete in local

service!
Y We're committed to be a
major player, but local service is

not an end in itself. It partof the [ o
total value offer we want to make
- 10 customers.

[ What will chat offer include?
3 AT&T will be an end-to-end
provider of communications
and information services. We'll
provide customers with “all.
distance” service that makes

no distinction among local and
long distance, wired, wireless or
fixed wireless. We'll build on our
lead in wireless services to offer
the universal mobilicy that fits so
many lifestyles today. We'll con-
tinue to expand globally — often

“ through partnerships and alli-

ances — to meet the needs of
busiresses and global wavelers.
At the same time, we will rede-
fine what people think of as
*communications services.”
We're aiready creating new
applications that change the
way people shop, manage their
finances or use information.
That's the way the industry is
moving, and we intend to lead
the way. It's also important to
note that we're going to shift
our focus from acquiring - and
often reacquiring — customers
to building the kind of customer
reladonships that foster loyalty.

1 What does AT&T have to

do to deliver on its plans?

I The emphasis has to be

on the quality of our execution.
To begin with, that means all

of our people acting like owners
of the business. A sense of own-
ership goes hand in hand with
feeling a sense of personal
accountabilicy for delivering
measurable results. Owners
have a sense of urgency for
meeung customers’ needs.

Every move we make has to
refiect a deep understanding of
customer needs. It should show
in the benefits people get from
our communications services,
in the way we deal with our cus-
tomers and in the innovations

. that.come out of AT&T Labs.

AT&T must be more than a tech-
nology leader. We need to be an
oucstanding marketing company
as well. We need to organize our
businesses around our customers
and go to market as 2 team so
they get the full benefit of all our
resources. The AT&T brand, after
all, represents our promise to
our customers. Everything we

do shouid reflect that promise
and give our customers another
reason to believe it

£ is there anything in
particutar-you'd like to say

1 AT&T's investors?

B I'd like to assure investors
that all of our plans and all of our
actions are designed to grow
shareowner value — long-term
and short-term. The fundamenaal
changes underway in the com-
munications industry create
substantial new opportunities,
and we're determined to use
those opportunities to create
profiable growth for AT&T.
That's a commitment shared by
our entire management team.

INTO
THE NEXT
CENTURY

John R Walter (right)
became ATETS
president and chief
operating officer

-Novemnber |, 1994.in

announcing Waiter
appointment, Chaire
man Bob Alfen soid
the board enticipates
that Waiter will be-
come CEQ at the
beginning of 1998
and succeed Allen
as chairman when
Allen retires later
that year. Waiter,
who just tumned 50,
came to AT&T from -
RR Donnelley & -
Sons, the worlds
largest commercial
printer, where he
had worked all his
career, becoming
chairman in 1989.






_sz3-=n. Locznon ozanz- iUs the classic response from a real estate azent
who's asked to name the three most important considerations in buying propery.

But to Seattie-based agent Jean Carlson, location doesn't mean a thing - aer
location, anyway.

Jean is with Windermere Real Estate. the Pacific Northwest's largest agency.
She hooked into AT&T Digital PCS in October. right after we scooped the enure
industry by being the first to bring the capabilities of PCS communications - a
pdwerful combination of fea;:ures such as caller 1D, message-waiting indicator.
extended battery life, short messaging, increased privacy and fraud protection. all in
a single phone - to market on a national scale.

Since then,
Jean has spent more
time concentrating
| on closing sales

and less on finding pay phones and checking
messages. _

Situation: Trying to show a property
to a client on a tight schedule, Jean finds
the address on the print out is wrong. No
problem: AT&T Digital PCS is a phone on

. the spot that les her call back to the office
for the right address.

Situation: |ean’s phone is turned off when
a caller is trying to get through. No problem:
Without having to carry a beeper, Jean gets
a message on the AT&T Digiaal PCS display
screen as soon as she turns on her phone.

— . @

Situation: jean’s husband was recuperating from surgery during a week she was
on jury duty. No problem: During breaks. Jean was able to use the AT&T Digital PCS
voice mail feature to see if chere were messages from her husband ~ or office.

“| love the long-life battery.” Jean adds. "One less thing to fuss with.’

And now her son who lives on the East Coast can track Jean down from 3.000
miles away. She can be found whether she’s riding the ferry on Puget Sound. if she s
traveling outside of Seatde (thanks to the service's roaming feature), or even if shes just
at home — where the land line 1s likely to be busy anyway. Location. location. locatien




n this fast-changing industry,
one thing remains clear:
consumers have confidence in AT&T.

Feelingat Hom

When a recent Harris poll Taking on the Competition technology ~ AT&T Digital PCS —
asked 1,000 adutes for two AT&T last yeor began intro- which combines voice, messoging
choices of “really good com- duction of a combined offer for and paging communications in
panies.” the top answer was residential long distance and a single hond-held device.
“AT&T - for the second year wirefess customers that has an
in 2 row, ‘And in a recemt option of g single, integrated bif ONLINE
nationwide survey of mare and gives just a single number AT&T is winning online cus-
than 1.300 consus ners conduct- to coll for service. This offer & tomers with outsanding ser-
ed by Harvlunez Research, laying the groundwork for more vice. And “Internet for every-
AT&T emerged as the dear valuable, integrated services. Also one” is the ease-of-use goal
» leader for the comparyy people in 1996, we became the first of ATRT WoridNet Service™.
CREDIT DUE st to help tham use rapidy national communications com- Although new to the induszry
Sandra Perez of ATET - changing communications tech- pany to offer access t home in 1996, we had the best
Universal Card Services nology to simplify their lives. entertainment through our equ- scores for call compledon
knows first hand the it's livde wonder that for ty interest in DIRECTV®. rates, as well as time required
vaive of pood custamer . : .
service. Through a serfes some 80 million consumers, to log in, according to an
;:mhc‘::'m the power of communicating WIRELESS inverse Neework Technologies
a Custos H .
COSTIATT,  SrSonMETAME s cmnebute )byt donn
kapt the customer new , we're providing grew by more than 30 per- the fargest service providers.
food cred standing more complete SORBONS ©0 oy jn (996, ATATWireless  Takng on the Competition
et fom s twa . their across.che-board com- Services and its parter com-  AT&TWoridNet Service went
party wos delayed. The panies now have more than from being @ start-up in March
m::-» some eamples. 7 million subscribers in the t0 become a leading provider
il oreude and profess CONSUMER United States. AT&T Wireless of ondine services, mth more
sionclam, she was decdi-  SERVICES Services aiso offers wireless than 560,000 subscribers by
mawm We're the di mar- data and messaging services, year end. The service gamered
e e i wde | indisoneof theladersin PC Magazines 1996 Mo
Sendra sy “and k¥ go  variety of services and fea- air-o-ground communicadons.  Vauable Product Award” for
B e wresmaieitaserdaneer  Takingonthe Competon MeMetsenve provders
these services with worid- first company to offer the next

class customer care.

generavon of digital wireless



with AT&IT

Taking on the Competition
As we enter the local service
marketplace, we're committed
to extending the hallmark troits

LOCAL _
Aggressive actvity following
enactrent of the Telecommu-
nications Act of 1996 led to a

phased consumer local ser- of our long distance service,
vice introduction in California includin- our communications
in December, with plans to expertse, world-class customer
enter other markets in 1997.

care and competitive prices.

LOCAL CALLING

For Pordeep and Nilda: Aulokh, ATE T introduction of iocal service in Socramenta,
Calif, in December offers many benefits, inciuding the convenience of writing a sin
gle check for their long distance and local telephone chorpes.

-

AT&T

UNIVERSAL CARD
AT&T Universal Card Services
—which provides a credit, ash

and AT&T Calling Card,all in

one -~ manages one of the
largest credit card programs
in the world, with some 18
million accounts.

-Taking on the Competition

I 1996, the AT&T Univer-
sal Card was ronked best for
general feature gold and stan-
dand credit cands by 0. Power -
ondAssodates** . =

INTERNATIONAL
AT&T Direct® Service makes
it quick and easy to call che
United States and many
other countries from viroy-
ally anywhere in the world.
Taking on the Competition
In early balloting in the Mexi-
can long distance morket that
opened to competition on Jon-
vary |, 1997, for more custom-
ers chose service from our
Alestra joint venture than the
service offered by any of its
compeutors.

CALLING
FORHELP

Giving a 3-yeor-old the
power to help @ heart
attack victim isn't exact-
Iy routine. But AT&T
operotor Brian Harmon
insists, " wos just doing
my job.” On March

11, 1996, Brian found
himself on the line

with @ child who kept
repeating, “Daddy’s
sick; Daddy fell down.”
With the oid of a 9I1
operotor, Brion kept
the youngster on the
line and notified police.
Police and paramedics
iocated the house, and

*DIRECTV 53

regritered servce
mark of
OIRECTV. Inc..

2 unet of Hughes
Elecroncs Com.

** Resuks are from

the |O Power 199%
Comprenersve Crede
Carzreizer Sausfacuon
Siugy " of 1D (k4]
arencecen






< rranity Unied. Ics been the lofty — and as yet unacminable — goal of many noble pecple
around the world.

Every four years. though, the Olympic Games come close to uniting humanity. It's a
brief glimpse into what could be. Is a brief ime when politics are replaced by the simple
Olympic credo of “swifter. higher. stronger.* And the world wants to watch.

In 1996, the world did get to watch the Centennial Olympic Games in Adana - in
record numbers. People around the world witnessed the pageantry. the sorrow and the
joy. the solemnity and the celebration. The broadcasting expertise came from NBC and
Adanta Olympic Broadcasting. And the partner they chose to provide transmission
expertise was AT&T

fiber-optic network

supported by a 50-plus-person AT&T "Dream Team™ of
technicians and customer care people led by manager
Willie Hart (opposite page).

The team was responsible for operating 640 video
circuits for 17 days straight (perspective: a political con-
vention only requires 100 video circuits for five days,
and the Super Bowl needs just 30 for a single day).

Via the circuits, we created a “virtual broadcast
center” that linked NBC's facilities in Adan and New
York, saving the network millions of dollars by allowing

it to handle much of the production work in its New
York control room.

This was in addition to other technology AT&T supplied to the Games. including:
the AT&T Global Olympic Network, which provided global calling capabilities for the
entire Olympic family, and carried nearly 9 million minutes of traffic during the Games;
and IS AT&T Centennial Olympic Games Calling Centers, which included availability of
AT&T Language Line” over-the-phone interpretation service in any of 140 languages.

As for the customer’s view of the broadcast network, "AT&T put its engineering
and design expertise to work to develop a customized digital video and daua service
that provided the high network reliability we required,” says David Mazza, director.
NBC Olympic Engineering.

One reason for the praise: in 103.000 hours of transmission, the only interruption
lasted just 40 millionths of a second. The viewers never noticed.

But they did notice they were part of the world’s united humanity — however

briefly. And maybe they grew a little more hopeful because of it



partner of choice.

Inspiring the Trus

FLYING HIGH

When United Alrfines
began to explore new
electronic distribution
channels to provide cus-
tomers with instemt
occess to trovel informo-
tion, the airfine tumed to
AT&T Solutions. Working
with ATAT Labs, ATAT
Solutions evaluated new
technologies that would
enable United Airfines to
offer this copability.
“ATET Solutions brougirt
together the right combi-
nation of business strote-
£y and technicol siclls
that will oflow us to meet
our customers’ needs,”
says Andy Studdert, chief
information officer at
United Airlines (obove).
“This work has opened
the door to a new level
of partnership with
ATET”

In Biling World magazine's
most recent business custo-
mer care survey, AT&T was
tops, with 84 percent of the
large businesses polied rating
AT&Ts customer care as good
or excelient. Data Communico-
tions magazine put AT&T in the
No. | spot for the third year
in 3 row in customer service.
And AT&T scored beston a
recent customer satisfaction
survey conducted by Com-
puterworld magazine regarding
wide-area network trans-
mission services.

To many businesses, ser-
vice and reliability are para-
mount issues. So AT&T is
continually looking for new
ways to bring added value. -

BUSINESS
SERVICES

AT&T provides businesses
with advanced voice, data and
video services. For small- and
medium-sized businesses, we
can bundle these services
and provide billing plans ti-
lored o individual needs.

For large, multinadonal busi-
nesses, we offer advanced
networked solutions that can
give them a competitive
advantage in their industries.

Taking on the Competition
Businesses now can gain more
simplicity and flexibility in man-
aging their telecommunications
with AT&TALL™, a new plat-
form that provides integrated
billing and customer care for
local, long distance, Internet
access, messaging and wireless
services.

WIRELESS

ATE&T Wireless Services lets
companies integrate high-
productivity features into
their specialized business ser-
vices from AT&T. giving them
single-source convenience.
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nen it Comes to custeomer
care, companies clearly
have a2 communications

Taking on the Competition
We've included AT&T Digrtal
PCS enhancements in our Wire-
less Office Seevice product, a
sophisticated telecommunico-
tions service that oflows one
phone number to reach a per-
son aimost anywhere, combining
wireless and wired networks.

ONLINE

AT&T has unveiled the indus-
try's most comprehensive
set of services aimed at stim-
ulating electronic commerce,
extending AT&Ts transacuon
expertise to the internet.
AT&T EasyCommerce Ser-
vices enables businesses to
reach more of their cus-
tomers through electronic
catalogs, guarantees their
Internet transactions are
secure, and provides elec-
tronic mail and enhanced
fax capabilities.

Taking on the Competition
AT&T's Web Site Services is
ranked among the top | cer.
cent of all hosting provicers
AT&T EasyCommerce “--.
offerings helped Ccir-
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tions Week mogozine readers
to rate AT&T the No.! compo-
ny to watch in 1997."

LOCAL

In early 1997, AT&T unveiled
two local service offerings
geared to businesses. The
first, business local service,
is a full-featured offering ini-
tially available in California,
with roll-out in other states

.planned for later this year.

The second, AT&T Digital
Link. is an outbound facili-
ties-based local service
available in 45 sttes that's
targeted at businesses
with dedicated links to the
ATE&T network.

Taking on the Competition
Business local service features
competitive pricing,“one call
does &t off’ customer care, and
a single bill that includes local
¢nd long distance charpes, and
other AT&T services. AT&T Digi-
tal Link outbound calls, though
local, are billed and discounted
as part of a austomer’s long
distance contract

AT&T SOLUTIONS
AT&T Solutions provides
strategic services to clients
new sources of value through
the power of network-inten-
sive soludons. In 1996, AT&T
American Transtech joined

AT&T LABS INNOVATION

ATAT Labs helped give our customers a new tool in 1996
with AT&T Personal Reach™ Service (PRS). Developed by
the Labs’ New Concepts Organization, PRS is an easy-to-use
“meet-me-in-the-network” service that assures subscribers
they won't miss a call - unless, of course, they want to.

For more than 120 years, AT&T innovations have laid
the foundations of the world's communications services and
systems. AT&T Labs’ distinguished seaff includes some of
the best minds in mathematics, communications services,
and computer and information sciences.

of Businesses

the teamn of consulting, systems
integration and outsourcing
professionals and became

. ATET Solutions’ fourth prac-

tice area — customer care.

Taking on the Competition
In 1996, AT&T Solutions

won gimost $2.9 bilion worth
of outsourding controcts for
periods of up to 10 years from
such clients os Textron, Master-
Cord Intemational, Merril
Lynch, |.P. Morgan and United
HealthCare Corp.

INTERNATIONAL
As a founding member of

the WoridPartmers alliance,
we offer mulinadonal com-
panies one-stop shopping

for searnless services to more
than 30 coungies. In Europe,
we've joined forces with Uni-
source, the joint venture of
Dutch, Swedish, Swiss and
Spanish phone companies.
Taking on the Competition
Yonkee Group's 1996 survey

of the 200 top mulinationals
rated WorldPartners No.!

in global networking across

the board.

FINDING
CHILDREN

When a 9-yearold

wos abducted in front
of a Hillsborough, Calif.,
school in December,

she became one of mon
than 2,400 children who
disappeor every day in
the United States. But o
high-tech solution man-
aged by the nonprofit
orgonization SocialTech
that gets thousands of
high-quality fliers out in
minutes vie fax-broad-
case copabilities from
ATAT EosyCommerce™
Services kept ot least
this one girl from be-
coming ancther tragic
statistic. The informo-
tion explosion made the
girl “too hot to handie,”
say local police, and she
wos relecsed unharmed
lezs than two hours after
a flier oppeared on the
evening news. In addition
to our providing Sociol-
Tech enhanced fax ser-
vice, ATAT Easy World
Wide Web™ Services has
developed ond is hosting
a Web site (www. TRAK
.org), representing o
whole new way to dis-
tribute this vital informo-
tion. Shown operating
the system ore Kimbro
Seliers of ATAT and

Le Stephen Lowe, Doly
City, Colif,, Police Dept.






Fish snared by a net’ Anold story.

How about fish snared by “the ‘Net"- the Internet. that is!

Well, that's a story bound to be of interest to pet fish enchusiast Bill Hartman,
anyway. Bill takes his watery hobby seriously enough to have a custom-made 125-
gallon show tank built into the study wali of his Montville, N.J.. home.

* After 12 years of freshwater fish, Bill's fancy turned to the saltwater variety about
a year ago. Problem is, they require a lot more TLC to survive — and information on
just how to do that is scarce.

Enter Miami, Fla.-based Aquatic Connection. The folks there ship live tropical fish
worldwide. And they turned to AT&T EasyCommerce Web Site Services to

help people
snare fish on the ’Net.

Through *.c Aquatic Connection site handled by
AT&T, people like Bill can see pictures of fish through
an online color catalog, place an order over the Inter-
net, and even learn all sorts of helpful information -
about the fish through an interactive Q&A daa base.

Ted Church, vice president and director of
marketing for Aquatic Connection, is pleased
because, “We've had a 300 percent increase in
sales because of the Web.”

Bill is pleased because he has unmatched access to
information about his Imperator Angel, Aurgiga

Butterfly, Panther Grouper, Ocellaris Clown or
Majestic Angel fish, '
Even the fish can be pleased. because being snared by the ‘Net gives
them a good home.
A happy ending for everybody. And that's no fish tale.
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YIRTUAL CLASSROOM
ATATs i to ed Jon extends

around the world. The potential for the
internet to help people cross barriers of
time, geography and language is being
realized by ntudents participating in the
AT&T Jem Virtual Classroom compatition.
Ouring the competition, ftudents from
Jopanese schools have been working with
schools in Auseralia, Hong Kong, Canada,
France, the United Kingdom ond the
United States to create oninternet home
page, with the winner to be d in
the spring. Here, fifth-grode students at
Funabashi City Ichiba Elementary School
in Japen work on their project. AT&T Jens,
a joint venture involving AT&T and 28
leading japanese corporations, provides
businesses with advanced communico-
tions services and wos the first commer-
cial Internet service provider in japan.

Providinga B

When Federal Communica-
uons Commission Chairman
Reed Hundt made the state-
ment noted above. he was
speaking of the launch of the
AT&T Learning Network®,
our $150 miflion commigment
w help put the United States’
110,000 public and private ele
mentary and secondary schools
on the information superhigh-
way by the year 2000.

The program represents
one of the largest philanthropic
commigments in corporate
history — and adds to the $500
million in support of eduation
we've provided since [984.

We want to use the power of
communications technology
to help young people build the
foundation for a lifetime of
learning and achievement .

With the growing wealth of
information now available on-
line, the Internet has become an
effective and exciting tool in
the classroom for research.com-
munications and networking.

The AT&T Learning
Network offers schools
free dial-up access to the
Internet through AT&T
WorldNet Service (five
consecutive months of free
WorldNet usage followed
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T&T has offered to
take all our children a
long way down the
information superhighway.”

asis fo

by discounted usage). as well
as Web browser software,
content access controls and
navigational tools.

Through the AT&T

Learning Network, students
aAd teachers can reach peo-
ple, places and information
anywhere in the world. and
build new learning communi-
ties. And community feaders
an use the online AT&T Learn-
ing Network Community
Guide to obtain success sto-
ries, presentation materials
and case studies.

Other facets of the

Learning Network include
the following:
® A new component of the

AT&T Learning Network
called the AT&T Leaming
Points™ Program lets resi-
dential service customers
earn poincs for qualifying
AT&T calls, and direct the
points to schools for equip-
ment (see related story).
Since AT&T believes that
technology is only effective
if teachers have the sup-
port they need to heip kids
learn, the AT&T Learning
Network has a related on-
line mentor program called
AskLN™ Service. Avaiable



r Lifelong

through AT&T WorldNet
Service, AskLN Service helps
teachers integrate Intermet
technology into the class-
room, and gives them a way
o share lesson plans for
collaborative online projects.
o By the year 2000, 100 select-
ed AT&T Learning Network
schools across the country
will be able to enjoy the
freedom and mobility of
wireless communications

Seventh- end eighth-grode
science teacher Terrie Gray
from Chico (Colif.) junior High
School has been involved with
AT&T educotion progroms for
the past four years. Here shes
helping son Comeron (left)

and Tare Kerstring sharpen
their computer skills.

Like all consumers in the United States, share-
owners can join with AT&T to help schools by

.supporting the new Learning Points program.

it's easy: AT&T residential service customers
c2., earn five Learning Points for every dollar
they spend on qualifying AT&T calls, and desig-
nate the points to any accredited kindergarten
to grade {2 school in the United States. It doesn’t
cost consumers anything more, and after they
sign up there’s nothing more to do. Schools auto-
matically accumulate points and can redeem
them for valuable products - including free hard-

" ware, software or computers, as well as teacher

support materials - contained in the Learning
Points Catalog, developed with Scholastic, Inc.To
register for the program, schools and consumers
can cail 1.800-354-8800.

through phones and ser- lowship and Visiting Profes-

vices donated by AT&T sors Programs.

Wireless Services. Schools can register for
¢ AT&T Foundation grancs - the AT&T Learning Network

$50 million over five years —
will help families, schools
and communities use tech-
nology to enhance teaching
and lifelong learning.

¢ AT&T has a long-saanding
commitment to the en-
couragement of academic
pursuits, including Summer
Internship. Undergraduate
Research. AT&T Labs Fel-

by calling |-800-809-1097.
Additional information about
many of the programs men-
tioned here is available by
visiting the AT&T Web site
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Learning

How Shareowners Can Get Involved

heep//www .atecom/education/.

NET DAYS

ATRT 2eagle n
communities sround
the nation recently
¢oiebrnted trate “Net
Days™ by heiping to
wire focal schoolt 1o
they can connect to
the internet. These
electronic “bom rais-
ings” gave individuals,
families ond communi-
ties new woyt to com-
municate, leorn and
prosper. The team
shown here helping
wire the Brooklya
Friends School in New
York includes (from
left) Richard Bardet,
Elitrabeth Ruecker
and Conway Boyce,
oll of AT&T, and Greg
George 1far nght), the
school’s computer tci-
ence instructor.
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ighlights of Recent Business Successes: 3eginning
with our historic restructuring and runnin <nrotigi
virtually every area of the business, AT&T showed a

strong ability to execute its plans and win in the marketplace -
as well as position ourselves for the future. Here's an overview.

Getting the Job Done

AT&T Restructuring

ITTTIETTITTES ATaT completed one of the largest-
ever restructurings — with precision ~ following an extremely ambitious
timerable in 1996. Lucent Technologies stock was traded on April 4 as
part of the largest initial public offering of a U.S. company. and Lucent was
spun off to AT&T shareowners Sept. 30; the spin-off of NCR to AT&T
shareowners took place Dec. 31.

W0 T Sl Restructuring aliows each of the
three companies o pursue growth in shareowner value, unfettered
by strategic conflicts: AT&T in the communications and information
services business,kucent Technologies in the comm: ications systems
and technology market and NCR in transacdon-intensive computing.

AT&T Customer Care People
k__ACCOMPLISHMENTS W RIRPCIR organization

fave personal attention to millions of customers daily last year. AT&T's

Web-based Knowiedge Management System on the company’s Intranet is

a new information-access tool, which is helping an increasing number of
customer care representatives provide faster, simpler and more efficient
customer service,

In cooperation with the Commu-
nications Workers of America, we recently instituted a breakthrough
pay-for-performance model for consumer customer cre people that
represents a triple win: for customers (better service), for the company

(it's a self-funding program) and for AT&T people (the program provides
a clearer path for career advancement).

ATE&T Worldwide Intelligent Network

WEEECTEIRTEUE I The ATAT network again set the
saandard for reliability in 1996. Failures within the network were rare,
accounting for a mere 124.4 of every | million calls atempted on the
ATAT network not completing on the first try. This was an (8.4 percent
improvement over [995.and amounted to a reliability rating of 99.987
percent. On Dec. 2, we set a single-day record by handling 271.| million
call actempts.

LT U k) .
OUTLOG We continue to upgrade and enhance

the network for the future. In addition to improving network reliabilrty.
AT&T last year introduced state-of-the-art technology to significantly
ncrease ransmission capaciy.

Consumer Services

T o M, 1996, we addressed the confusion
of long distance pricing claims with AT&T One Rate. which provides a
single rate for all direct-dialed AT&T long distance calls made from home
within the US., 24 hours a day. More than 3 million customers have
signed up. and the program is meeting our expecrations for reducing
customer “churn.” AT&T One Rate International is the first plan from
2 major long disance company that offers a single flat-rate price per
country for all direct-dialed international calls.

f__FuTuRE ouTioom, TP continuing effort to help
people simplify their lives, we've announced that customers can now us
1-800-CALL-ATT?® to place all calls - both local and long disance — wh
they're away from home. With this simple number. customers can aiwa)
reach the AT&T Worldwide Intelligent Network, speak to an AT&T ope
ator or reach a customer service representative,

Business Services

el T 2t A We enjoyed strong volume and

revenue growth in business services in 1996. fueled in part by a string
of multimillion-dollar contracts from such customers as McGraw-Hill,
Deita Airlines, Rhone Poulenc, Hoechst AG and Choice Hotels.

Helping foster the success of our

business services is a transformation of our sales approach ~ from
simply selling “transport” to selling combined services that offer com-
plete solutions. We've announced plans to extend our industry-leading
toli-free (800 and 888) services to international markets.

AT &T Wireless Services
[ ACCOMwrISHITENTY- [T TN, along with our partner.

The FarEasTone Group, we recently were awarded two of three major
licenses to provide wireless services to that island navion. Birla AT&T
announced its intention to build the largest wireless network in India.

AT&T Wireless Serwices and
Rogers Cantel Mobile Communications — Canada’s top cellular provides
- are marketing their wireless services under the co-brand CANTEL
AT&T. The agreement expands the seamless availabiicv = ATETS and
Cantel's wireless services, including Digiaal PCS. -~ .+ the United
States and Canada.




